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TRADING NAME OF LICENSEE:

BALANCE SHEETS

AS OF JUNE 30, 2005 AND 2004

(UNAUDITED)
$ IN THOUSANDS)

SANDS HOTEL & CASINO

Cash and Cash Equivalents

Short-Term Investments

Receivables and Patrons' Checks (Net of Allowance for

Doubtful Accounts - 2005, $3,337; 2004, $4,565)

......................................... 4,515 5,449
IOVEDLOTIES......c.veverseereeeermsersresesrarssorsssssssserasesassoneen 2,520 2,169
Prepaid Expenses and Other Current ASSets.......ouveeecerieroniene Note 7...cvvnns 7,728 3,731 |*

Total Current Assets. 28947 29133 |*
Investments, Advances, and Receivables Note 8.......... 12,390 11,082
Property and Equipment - Gross. Note 9 219,664 215,615

Less: Accumulated Depreciation and Amortization.........cee.... Note9....... (54,209) (47,136)
Property and Equipment - Net Note 9...... - 165,455 168,479
Other Assets 1,737 1,433
Total Assets. 3 208,529 11 210,127 |*
LIABILITIES AND EQUITY
Current Liabilities:
ACCOUNES PAYADIE.......c.eicereerereccrerenrcrrreen s entesenrersesssscsns srmssseseiaeersssatens] $ 6,163 |$ 6,902
Notes Payable eeretesisetebarebatetans s et asr et reasaratetenenes fecesesreseaneretirieend - -
Current Portion of Long-Term Debt:
DUE 10 AfFIHATES. ..oeevvrreaserececeereressseeesceeenemcnsaemrasassesess sesrssesasmsessssnssoned 2,171 -
BT eeeteeeeeceneetssesnecaseserssemresesssessnnssssssnsesssesensnsasass sesas 302 -
Income Taxes Payable and Accrued - - *
Other Accrued Expenses Note 10........ 11,581 13,361
Other Current Liabilities. .. ..c.ovcvreeecemrevencrcrnenenes ..Notell........ 3,832 2,271
Total Current Liabilities......covervrvercesiaeinriencerreesieeson ssveerssssnessessesssnsd 24 449 22,834 |*
Long-Term Debt:
- 136,000
426 -
4,194 3,882
28,669 162,416 |

...................................................... 179,860 47,711
..................................................................................... $ 208,529 (& 210,127 |*
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The accompanying notes are an integral part of the financial statements.

Valid comparisons cannot be made without using information contained in the notes.

Restated to conform with current year presentation.
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TRADING NAME OF LICENSEE:
STATEMENTS OF INCOME

SANDS HOTEL & CASINO

FOR THE SIX MONTHS ENDED JUNE 30, 2005 AND 2004

(UNAUDITED)
($ IN THOUSANDS)

| Revenue:

Casino

.............................................................................................................. 3 88,219 94,561
ROOOIIS .« eeeemeeieteree e tes e seaneeseseestees e ses s atsseseeeees st sesanenane st aees «emtessanansatenenranes 5,184 5,068 1*
FOOd and BEVETAEE.....c.eoveveeeieiriereeereseeesst e cscssresesnasinsesenass sresesessssssessssesenns 10,281 10,790 |*
OHBET ..o eeteerreeeseteseen st sressaesesssessassessasssssaetessrassesasessasbesesasos: Seusassersssesasesasase 1,693 1,947 *
TOtAl REVEIIUE. ...ttt etses i s eemeeeee e aeen eesaessnmemsssssenens 105,377 112,366 |*
Less: Promotional ALOWENCES.........oeeeveverimerciesemeeesesircrrenses sonsesessssesressesesens 24,489 26,806 *
NEL REVEDUE. .....cueveirireeieremsreseenreessesssessssessssessasseseasens ssesssecsssssosonsasaes . £0.288 85,560 {*
Costs and Expenses:
Cost 0f GOOAS ANA SETVICES.......eermrmreeesrmrssensenressessesseseseessrans: sssssmesessssasesassens 56,191 59,585 1*
Selling, General, and Administrative 18,207 14,936 |*
Provision for Doubtful ACCOUNES......c.c.veeereervrireereiannrresercecenans saeeersnarssesescsnons 157 347
Total Costs and EXPENSES......coeveveriiverieerrineeeiinesereeeis sreseesessesensssssssend 74,555 74868 |*
Gross Operating PrOfit.........cooiiiiiccereinninesonneeseonenicreniens coresmmesnescssssossees 6333 10,692
Depreciation and AMOMIZAtON. ......cvuewereerereusereemtriererecacneanes seeesesseeensssserssses 7,907 7,503
Charges from Affiliates Other than Interest:
Management FEES.......ccooouvviiiiieierieereierneiereerecnseeanaes sesseesessseressessaas - -
(615 T SOOI SRU OO UPPPT - -
Income (1.055) From OPerations...........ccvurueeecrcermmeerreneronasnmiecarneniee coensusesescorsvssocnens {1,574 3189 1*
Other Income (Expenses):
Interest (Expense) - AfFLAES ....ooviirvirirrcerie e rceereeseres e sveeeaannesesensarsnes - (5,951)
Interest (Expense) - EXIEINal.........oooviieivieeneieteereiescsereereies cereeiessseseseenasene (129) (106)
Investment AlternativeTax and Related Income (Expense) - Net.... (214) (587)
Nonoperating Income (Expense) - Net......cc.ovreuecrueureercerenns Note 13......... 234 (1,680))*
Total Other INCOME (EXPEISES)...uvverrrirerereriereereeeenraees seveerereeseevenensnaend (169) {8.324)|*
Income (Loss) Before Income Taxes And Extraordinary Items............. {1,683) {3,13%)
Provision (Credit) for InCOme Taxes......cceeerereveieieieeeeniens ceeerrrereereiseenand 499 513
Income (Loss) Before Extraordinary Hems...........cooviieiininis oenvisemiennnnnnes {2,182} {3,648)
Extraordinary Items (Net of Income Taxes -
2005,8 = 32004, 8« e e - -
Net INCOME (LUOSS).revvererarreriierierierene et rseeteseesressseesesestosareessestesessses seessrarareessersonsases S {2,182) {5,648)

4/01

The accompanying notes are an integral part of the financial statements.

Valid comparisons cannot be made without using information contained in the notes.

*  Restated to conform with current year presentation.
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TRADING NAME OF LICENSEE: SANDS HOTEL & CASINO
STATEMENTS OF INCOME

FOR THE THREE MONTHS ENDED JUNE 30, 2005 AND 2004

(UNAUDITED)
($ IN THOUSANDS)
Revenue:
CASITIO e veeeeeereetseeesiesesussasesrenensasesessstssessesesseseseaetasat st sass s srarans Srearsesssesensesanenen $ 43,683 1$ 50,061
ROOIIS. ccveeeeevereemiasesssassesesssesaesesnessesessesassssnsensescorensentenassesecmass siseenssasssasnenanas 2,890 2,780
FoOd and BEVETAZE. .....coevereeeeetenrrieereeeneeeneseeemsscscestassessassens srssesesssssnsssanesnas 5,415 5,800
ORET oo eeeeeereererresseesesmesstatesessessssessasasssessestabestnteasesenensocsanns sosrisssssssssssseneesd 886 1,020
TOtAl REVEIUE. ....cocireeieeererirreereieeesiseneseseeineeseeeeesneeneess ssoressssassrsssssnnssns 52,874 59,661
Less: Promotional AIIOWaNCES.......cceeeeereeercemssmecsnmsemsursnsnsseses sonen. reveeraiannens 11,951 15,091
Net REVETUE. ....cerrrrereesessersssssressrsseressreceen v e S 40,923 44,570
Costs And Expenses: ‘
Cost 0f GOOAS ANA SEIVICES.....cuerrrrrrerserremsrrecscnsenereesceeessassassse somoncocssassssressrsnes 28,419 30,236
Selling, General, and AdMINISIAIVE. ........ccovriveimirerenseisrerinns serssrnssnsescasaseneens 9,104 8,315
Provision for Doubtful ACCOURES.....cceveeecrtirerienereeretiniiriiss seesteretesrresasaneas 28 201
Total Costs and BXPenses......ovveuenrinireininreeiuniins corsmservsmssessesessess 37,551 38,752
Gross Operating Profit.......ccoiiimiinmicec et sstsseissseeneesencns 3,372 5,818
Depreciation and AmOrtization..............ooovirnrin i v 3,881 3,798
Charges from Affiliates Other than Interest:
Management FEEs.....uoviviicieniiiciinnietcererisnines sresienenesnesssssaseas - -
OUBET oot ceeerntervre e esessaeessse e e eneee saeceane e e saaassasanrnes cvsesaesesaseseusseseos - -
Tncome (Loss) From OPErations.........cooereeimieiessienimsrassssssstsssesses coseusessssscossesioss {569) 2820

Other Income (Expenses):

1 Interest (Expense) - AFHALES.......oooooooorivevveveeeersseesesssssessensece cnserescesesssrerseeee - (2,954)
Interest (Expense) - EXternal... ...t st (64) (52)
Investment Alternative Tax and Related Income (Expense) - Net... 24 (219)
Nonoperating Income (Expense) - Net........oooeeneeiiicnnn Note 13......... 147 (1,041)

Total Other INCOmME (BXPENSES)..crueerureriiiriiriimierereesteesetanns smstsvsesiresessieras 1G7 {4,266)
Income (Loss) Before Income Taxes and Extraordinary Iiems............... (432) {2,248)
Provision (Credit) for INCOME TaXES.....ccc.crviririrmmemminnesiereionsns seretecsevscaiesienss 252 259
Income (Loss) Before Extraordinary BEmS.........coooieinieesneinnesninnnes cnnemmiinsnensinssnss {634) {2.505)
Extraordinary ltems (Net of Income Taxes -
2005, 8 - 32004, 8 m et e - -
Net NCOME (LUOSS)..rvvrrevererienrermeasaseeserceesresneamsiessssmastasssssssscssssssecse snonsssisssansessssenens % (654)|5 {2,505)

The accompanying notes arc an integral part of the financial statements.
Valid comparisons cannot be made without using information contained in the notes.

401 * Restated to conform with current year presentation. CCC-215
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TRADING NAME OF LICENSEE:

SANDS HOTEL & CASINO

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2004 AND THE SIX MONTHS ENDED JUNE 30, 2005

Valid comparisons cannot be made without using information contained in the notes.

(UNAUDITED)

Balance, December 31,2003 ... 100 - 89.659 (36,300) 53,359
Net Income (LOSS) = vvvvvvvvnrrennenscrineneeennn, (7,936) {7,936
Contribution to Paid-in-Capital..... ....cc..coeee. 142,013 142,013
DivIdends......oooveeieevireeeiiiieiiees evieeereanns
Prior Period Adjustments.............i. oo,

Capital Withdrawals (2,796) (2,796)
Cancelled Common Stock (100)
Single Member LLC

Balance, December 31, 2004.....ccoeev coeviennnnne 228,876 (44,236) 184,640
Net Income (L085) - 2005.......ccvvres cerrerrensenns (2,182) {2.182)
Contribution to Paid-in - Captial..........

DAVIdendS......coooevivceiiier e i
Prior Period Adjustments...........co. oovviivinnnns
Capital Withdrawals ... (2,598) (2,598)
$ b 3
;{Balance, June 30, 2005 226.278 (45,418) 179,860
The accompanying notes arc an integral part of the financial statements.
CCC-220



TRADING NAME OF LICENSEE: SANDS HOTEL & CASINO
STATEMENTS OF CASH FLOWS
FOR THE SIX MONTHS ENDED JUNE 30, 2005 AND 2004

(UNAUDITED)
($ IN THOUSANDS)
ET CAS DED (USED) BY OPERATING ACTIVITIES.
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of Short-Term Investment Securities..........cooooeeieeevvnt vorereccnrneenens - -
Proceeds from the Sale of Short-Term Investment Securities............ 136 -
Cash Outflows for Property and EQUIPIMENL.........c...covvvivmrereeins coeveeerecvernnsenseens (1,618) (6,190)
Proceeds from Disposition of Property and Equipment.......c..... cooeervevvevcicnennnnee 5 31
Purchase of Casino Reinvestment Obligations.............oeerverns veveeeeeerevernvencenene (1,094) (872)
Purchase of Other Investments and Loans/Advances made.............. - -
Proceeds from Disposal of Investments and Collection o .
of Advances and Long-Termn ReCEVADIES.............vceoeormeerrers eoeveeersreosoenecsin ol - - -1 9
Cash Outflows to Acquire Business Entities (net of cash acqulred). - -
Net Cash Provided (Used) By Investing ACHVItIES. .....cv.cvrvverierrerrnes coenenenersuesressssenes 2,571} (7.022)
CASH FLOWS FROM FINANCING ACTIVITIES:
Cash Proceeds from Issuance of Short-Term Debt..........cccooveis coveenennincneneen 2,171 -
Payments to Settle Short-Term Debt..........ccocerveecmrircrerncncniinns covrrverercnasenseenes - -
Cash Proceeds from Issuance of Long-Term Debt.........ccoeovers vovveccemenvecnans 44 5,500
Costs Of ISSUING DEDL.....o.cuiiiiici et reas v searenreneasecoes - -
Payments to Settle Long-Term Debt.........oooeeeimriiccerrrvncns ceverrenasienseienes 7%) (1,400)
Cash Proceeds from Issuing Stock or Capital Contributions ..o - -
Purchases of Treasury S1OCK.........ccueeeiiiiireneeiereseraeineeeseies seeveeenneseennecssins - -
Payments of Dividends or Capital Withdrawals..........cccccoueees evrvvrnvninirnnveeee. (2,598) -
Net Cash Provided (Used) By Financing ACHVItES..........cooervenns mcocrimreeccniieinens {361} 4,100
Net Increase (Decrease) In Cash And Cash Equivalents.........ccccooes vovvvecnnvcicnnnn 1,429 881
1Cash And Cash Equivalents At Beginning Of Period..........coocccvenns meveriininicnininnn. 12,755 16,903
{Cash And Cash Equivalents AUENd OFPEHiOd. ... o s 14,184 |5 17,784
JCASH PAID DURING PERIOD FOR:
Interest (Net of Amount Capitalized)...........coceeveeirrmirericene crvereiiciinenis, $ 27 1% 6,050
TOCOMIE TAKES oo esisceesssssscnenees [is 517 {is 603
The accompanying notes are an integral part of the financial statements.
Valid comparisons cannot be made without using information contained in the notes.
Page 1 of 2 CCC-235
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TRADING NAME OF LICENSEE: SANDS HOTEL & CASINO
STATEMENTS OF CASH FLOWS

FOR THE SIX MONTHS ENDED JUNE 30, 2005 AND 2004
(UNAUDITED)
IN THOUSANDS)

NET CASH FLOWS FROM OPERATING ACTIVITIES:
NGt IBCOIIE (LOSS).errveemrmnereereosmseemassssseresosssssomssseseassseneesseesn aessessessssseerenesese] $ @.18)ls (5,648)
Noncash Items Included in Income and Cash Items :

Excluded from Income:
Depreciation and Amortization of Property and Equipment.... 7,803 7,122
Amortization of Other Assets. . reeerrvisernsanees 104 381

Amortization of Debt Discount or Premium -
Deferred Income Taxes - Current
Deferred Income Taxes - NONCUITENL.......oeveeiiierensiirnes ceeeccrcraecenasnesan. - -
(Gain) Loss on Disposition of Property and Equipment........ 5) an
(Gain) Loss on Casino Reinvestment Cblizztions. .. .. ......... 214 ' 587
(Gain) Loss from Other Investment ACtivitias . . ... -
Net (Increase) Decrease in Recetvables and Patrons'

Checks 960 (141)
Net (Increase) Decrease in Inveatories. 1) 53
Net (Increase) Decrease in Other Current Assets. 2,687 1,073
Net (Increase) Decrease in Other Assets (139) -
Net Increase (Decrease) in Accounts Payable 918) ) 87
Net Increase (Decrease) m Other Current Liabilities
EXCluding Debl.....ocveveecsrecrreereeeresnensnesssarseosesenens 1,189 151
Net Increase (Decrease) in Other Noncurrent Liabilities
Excluding Debl. .. ooiiiiriiiiiiniiiiic et sreccentessereeeaas 143 169
Net Cash Provided (Used) By Operating ACUVIHES........c.ccervrerriereesnsrersarersssens con $ 4,451 |3 3843

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
ACQUISITION OF PROPERTY AND EQUIPMENT:

Additions to Property and Equipment . $ 1,618 |$ 6,190
Less: Capital Lease Obligations Incurred . . - -
Cash Outflows For Property And EQUIDMEDL.....ovveeerererereernenierieres seveevnsessesssssencensd 3 1,618 |$ 6,190

CQUISITION OF BUSINESS ENTITIES:
Property and Equipment ACQUITed........ccccureecreceveeneees coccosureenerecraanes $ $
GOOAWIIL ACGUITEA. ... eecovernrrreceenessncirrtessesscrnstesnsesseessasesnss cosessssassuceessesens

Net Assets Acquired Other than Cash, Goodwill, and
Property and EQUIPIMENL.....cccoveeovriirerecerenarnriesesseseasinnsaes seeeessnsssassesesesans
Long-Term Debt Assumed
Issuance of Stock or Capital Invested
ash Outflows To Acquire Business Entities

TOCK ISSUED OR CAPITAL CONTRIBUTIONS:

Total Issuances of Stock or Capital Contributions - |3 -

Less: Issuances to Settle Long-Term Debl.....coouvoieeivcveninenis soriinienmiesiencenad - -
Consideration in Acquisition of Business Entities......... covevceerrecrrrnecenas - -

‘Cash Proceeds From Issuing Stock Or Capital Contributions ....... cooeeeervecereceec 419 -3 -

The accompanying notes are an integral part of the financial statements.
Valid comparisons cannot be made without using information contained in the notes.

Page 2 of 2
4/01 CCC-235



TRADING NAME OF LICENSEE: SANDS HOTEL & CASINO
SCHEDULE OF PROMOTIONAL
EXPENSES AND ALLOWANCES

($ IN THOUSANDS)
FOR THE SIX MONTHS ENDED JUNE 30, 2005

122,364

Food 254,015 4,527

Beverage 1,041,445 2,899
Travel 1,041 430

Bus Program Cash 257,811 4,296

Other Cash Complimentaries 141,225 9,205

Entertainment 4,807 210
Retail & Non-Cash Gifis 345,391 3,235
4 Parking 59,323 177

Other 20,661 177
Total 1,842,328 |8 24489 405,755 | 3,842

FOR THE THREE MONTHS ENDED JUNE 30, 2005

60,986

Food 134,600 2,318
Beverage 569,438 1,545
Travel 585 193
Bus Program Cash 135,537 2,075
Other Cash Complimentaries 71,124 4,231
Entertainment 2,032 95
Retail & Non-Cash Gifis 205,737 1,558
Parking 29,833 89
Other 10,689 91

Total 954,406 |$ 11,951 236,155 1,840

4/01
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ACE GAMING, LLC
NOTES TO FINANCIAL STATEMENTS
(Unaudited)

NOTE 1. THE COMPANY

Atlantic Coast Entertainment Holdings, Inc. (“Atlantic Holdings” or the “Company™) is a Delaware corporation formed in
October 2003 and was a wholly-owned subsidiary of Greate Bay Hotel and Casino, Inc. (“GBHC”) which was a wholly-
owned subsidiary of GB Holdings, Inc (“GB Holdings™). Until July 22, 2004, GBHC was the owner and operator of The
Sands Hotel and Casino in Atlantic City, New Jersey (“The Sands™). ACE Gaming LLC (“ACE”), a New Jersey limited
liability company and a wholly-owned subsidiary of Atlantic Holdings was formed in November 2003. ACE is a single
member LLC with Atlantic Holdings as it’s sole member. In connection with a transaction which was consummated in July

of 2004, substantially all of the assets of GB Holdings and certain subsidiaries (including The Sands) was transferred to
Atlantic Holdings and subsequently to ACE.

NOTE 2. BASIS OF PRESENTATION

The financial statements include the accounts of GBHC through July 21, 2004 and ACE thereafter. The finsncial
statements have been prepared in conformity with prescribed formats of the Casino Control Commission (“CCC”) and
United States of America generally accepted accounting principles (“GAAP”). The preparation of financial statements in
conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities, and disclosure of contingent assets and liabilities at the date of the balance sheets, and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those estimates.

In management's opinion, all adjustments (consisting only of normal recurring accruals) necessary for a fair presentation of
the financial position as of June 30, 2005 and the results of operations for the three and six months ended June 30, 2005 and

2004 have been made. The results set forth in the statement of operations for the six months ended June 30, 2005 are not
necessarily indicative of the results to be expected for the full year.

NOTE 3. RELATED PARTY TRANSACTIONS

The Company has entered into an intercompany services arrangement with American Casino & Entertainment Properties
LLC (“ACEP”), which is controlied by affiliates of Carl C. Icahn, whereby ACEP provides management and consulting
services. The Company is billed based upon an allocation of salaries plus an overhead charge of 15% of the salary
allocation plus reimbursement of reasonable out-of-pocket expenses. For the three and six months ended June 30, 2005, the
Company was billed approximately $225,000 and $442,000, respectively. For the three and six months ended June 30,2004,
the Company was billed approximately $109,000 and $215,000, respectively.

The Company has entered into an agreement with XO Communications, Inc., a long-distance phone carrier, an entity
affiliated with Mr. Icahn. Payments for such charges incurred for the three months ended June 30, 2005 and 2004 amounted
to $44,000 and $40,000, respectively, and $84,000, and $81,000 for the six months ended June 30, 2005 and 2004,
respectively. The agreement was extended in June 2005 until April 2007.

In connection with the Transaction, GB Holdings, Atlantic Holdings and ACE entered into a Contribution Agreement,
pursuant to which, Atlantic Holdings paid approximately $200,000 and $2.6 million to GB Holdings for the three and six
months ended June 30, 2005, respectively, of which approximately $2.4 million was for interest on the 11% Notes due 2005
(the “GB Holdings 11% Notes”) which were not previously exchanged. Additionally, the Company agreed to pay to GB
Holdings an amount equal to GB Holdings’ normal, ordinary course operating expenses (including legal and accounting

costs, directors’ and officers’ insurance premiums, and fees for SEC filings) not to exceed in the aggregate $250,000 in any
twelve month period, subject to a number of conditions.



NOTE 4. LINE OF CREDIT

On November 12, 2004, the Company entered into a Loan and Security Agreement (the “Loan Agreement”), by and among
Atlantic Holdings, as borrower, ACE, as guarantor, and Fortress Credit Corp., as lender, and certain related ancillary
documents, pursuant to which, Fortress agreed to make available to Atlantic Holdings a senior secured revolving credit line

providing for working capital loans of up to $10 million (the “Loans™), to be used for working capital purposes in the
operation of The Sands.

All Loans under the Loan Agreement are payable in full by no later than the day immediately prior to the one-year

anniversary of the Loan Agreement, or any earlier date on which the Loans are required to be paid in full, by acceleration or
otherwise, pursuant to the Loan Agreement.

The borrower and guarantor on the Loan Agreement are required to maintain certain financial covenants. As of June 30,
2005, the Company had borrowed $3.0 million under the Loans and was in compliance with these covenants.

NOTE 5. LEGAL PROCEEDINGS

Tax appeals challenging the amount of ACE's real property assessments for tax years 1996 through 20035 are pending. A
trial was conducted from May through July 2005 for the tax years 1996 through 1999. A ruling from ti:e New Jersey Tax
Court is expected to be issued at the end of 2005. A trial for the tax years 2000 through 2:¥)5 is expected to commience
subsequent to that ruling. ' o

NOTE 6. RECENT DEVELOPMENTS

On May 17, 2005, American Real Estate Partners, L.P., or AREP, which owned an aggregate principal amount of $63.9
million of Atlantic Holdings 3% Secured Notes due 2008, (“Notes™), elected to convert an aggregate of $28.8 million in
principal amount of the Notes into 1,898,181 shares of Atlantic Holdings common stock, pursuant to the terms of the
indenture governing the Notes. Accordingly, each $1,000 of principal amount of the Notes and accrued interest on the
Notes is now convertible into 65.90909 shares of Atlantic Holdings common stock. AREP is a publicly traded master
limited partaership. Carl C. Icahn, through affiliates, owns approximately 86.5% of its depositary units and preferred stock
and all of the capital stock of AREP’s general partner, American Property Investors, Inc.

As a result of the election to convert the Notes, and pursuant to the terms of a warrant agreement that Atlantic Holdings
entered with American Stock Transfer and Trust Company, as of May 17, 2005, holders of Atlantic Holdings warrants
may exercise their warrants to purchase 0.275 shares of our common stock for each warrant that they own, at an
exercise price of $.01 per share of Atlantic Holdings common stock.

On May 17, 2005, Atlantic Holdings received notice from American Stock Transfer and Trust Company that affiliates
of Mr. Icahn, including AREP, exercised their warrants for an aggregate of 2,130,904 shares of Atlantic Holdings
common stock. As a result of the exercise of warrants and the conversion of a portion of the notes owned by AREP,
these affiliates own an aggregate of 4,029,085 shares of Atlantic Holdings common stock, representing approximately
58.3% of Atlantic Holdings outstanding common stock. GB Holdings, Inc. owns approximately 41.7% of Atlantic
Holdings outstanding common stock. AREP has entered into an agreement to purchase from Mr. Icahn’s affiliates our
shares of common stock owned by them. After the conversion of notes by AREP, it continues to own approximately
$35.1 million in principal amount of the Notes. If AREP elects to convert its remaining Notes, and giving effect to the
acquisition of shares from affiliates of Mr. Icahn, AREP would then own approximately 6.34 million shares of Atlantic
Holdings common stock, representing approximately 63.4% of our outstanding common stock on a fully diluted basis.



NOTE 7. PREPAID EXPENSES AND OTHER CURRENT ASSETS

Prepaid expenses and other current assets consisted of the following:

June 30,
2065 AT

Deposits - Workers Compensation $ 3,397,000 $ -
Prepaid Real Estate Tax 1,464,000 20,000
Prepaid slot license fee 1,087,000 1,101,000
Prepaid insurance 737,000 1,086,000
Other current assets 1,043,000 1,524,000

$ 7,728,000 $ 3,731,000

NOTE 8. INVESTMENTS, ADVANCES AND RECEIVABLES

Investments, advances and receivables consists of the following Casino Reinvestment and Development Authority
(“CRDA”) investments:

June 30,
2005 2004
Post 1983 Investment, net $ 8,073,000 $ 7,800,000
NJPB - MPMI Investment, net 1,094,000 1,058,000
NIMLP-K Heldrich Plaza, net 815,000 -
Vermont Plaza Investment, net 468,000 468,000
Other 1,940,000 1,756,000

3 12,390,000 $ 11,082,000




NOTE 9. PROPERTY AND EQUIPMENT

Property and equipment consisted of the following:

Land
Buildings and improvements
Operating equipment

Construction in progress

Less: accumulated depreciation

and amortization

Net property and equipment

NOTE 14. OTHER ACCRUED EXPENSES

Other accrued expenses consisted of the following:

Accrued wages
Accrued vacation
Major Medical - Non-union

Other accrued expenses

NOTE 11. OTHER CURRENT LIABILITIES

Other current liabilities consisted of the following:

Workers Comp liability
CRDA bonds payable
Unredeemed gaming chips

Other current liabilities

June 30,
2005 2004
$ 34,344,000 5 54,344,000
88,148,000 88,512,000
75,746,000 71,322,000
1,426,000 1,437,000
219,664,000 215,615,000
(54,209,000) (47,136,000)
3 165,455,000 $ 168,479,000
June 30,
2005 2004
$ 1,635,000 $ 1,358,000
1,555,000 1,545,000
1,348,000 703,000
7,043,000 9,755,000
3 11,581,000 $ 13,361,000
June 30,
2005 2004
$ 933,000 h) -
541,000 619,000
340,000 596,000
2,018,000 1,056,000
h) 3,832,000 $ 2,271,000




NOTE 12. OTHER LIABILITIES

Other liabilities consisted of the following:

June 30,
2005 2004
CRDA - Ecst Hall obligaticn 5 3,509,600 $ 3,350,000
Other liabilities 685,000 532,000
$ 4,194,000 $ 3,882,000
NOTE 13. NONOPERATING INCOME (EXPENSE) - NET
Nonoperating income (expense) — net is comprised of the following:
June 30,
2005 2004
CRDA Interest Incoine $ 253,000 3 158,000
Interest Income (19,000) (1,838,000)

$ 234,000 $ (1,680,000)




STATEMENT OF CONFORMITY, ACCURACY, AND COMPLIANCE

1. I have examined this Quarterly Report.

2. All the information contained in this Quarterly Report has been
prepared in conformity with the Casino Control Commission's
Quarterly Report Instructions and Uniform Chart of Accounts.

3. To the best of my knowledge and belief, the information contained
in this report is accurate.

4, To the best of my knowledge and belief, except for the deficiencies
noted below, the licensee submitting this Quarterly Report has
remained in compliance with the financial stability regulations
contained in N.J.A.C. 19:43-4.2(b)1-5 during the quarter.

Signature

Douglas S. Niethold
Vice President, Finance

Title

il

License Number

On Behalf Of:

ACE Gaming, LLC

Casino Licensee

4/01 CCC-249



